Compitroller of the Currency, Treasury

in the bank’s Tier 2 capital, for pur-
poses of the calculation of risk-based
capital under Appendix A to 12 CFR
part 3, as reported in the bank’s Con-
solidated Report of Condition and In-
come as filed under 12 U.S.C. 161.

(c) Community and economic develop-
ment entity (CEDE) means an entity
that makes investments or conducts
activities that primarily benefit low-
and moderate-income individuals, low-
and moderate-income areas, or other
areas targeted by a governmental enti-
ty for redevelopment, or would receive
consideration as ‘‘qualified invest-
ments” under 12 CFR 25.23. The fol-
lowing is a non-exclusive list of exam-
ples of the types of entities that may
be CEDESs:

(1) National bank community devel-
opment corporation subsidiaries;

(2) Private or nonbank community
development corporations;

(3) CDFI Fund-certified Community
Development Financial Institutions or
Community Development Entities;

(4) Limited liability companies or
limited partnerships;

(6) Community development
funds or lending consortia;

(6) Community development real es-
tate investment trusts;

(7) Business development companies;

(8) Community development closed-
end mutual funds;

(9) Non-diversified closed-end invest-
ment companies; and

(10) Community development venture
or equity capital funds.

(d) Community development Project (CD
Project) means a project to make an in-
vestment that meets the requirements
of §24.3.

(e) Eligible bank means, for purposes
of §24.5, a national bank that:

(1) Is well capitalized;

(2) Has a composite rating of 1 or 2
under the Uniform Financial Institu-
tions Rating System;

(3) Has a Community Reinvestment
Act (CRA) rating of ‘“‘Outstanding’ or
“Satisfactory’’; and

(4) Is not subject to a cease and desist
order, consent order, formal written
agreement, or Prompt Corrective Ac-
tion directive (see 12 CFR part 6, sub-
part B) or, if subject to any such order,
agreement or directive, is informed in
writing by the OCC that the bank may

loan

§24.4

be treated as an ‘‘eligible bank’ for
purposes of this part.

(f) Low-income and moderate-income
have the same meanings as ‘‘low-in-
come’” and ‘‘moderate-income’” in 12
CFR 25.12(n).

(g) Significant risk to the deposit insur-
ance fund means a substantial prob-
ability that any Federal deposit insur-
ance fund could suffer a loss.

(h) Small business means a business,
including a small farm or minority-
owned small business, that meets the
qualifications for Small Business Ad-
ministration Development Company or
Small Business Investment Company
loan programs in 13 CFR 121.301.

(i) Well capitaliced has the same
meaning as well capitalized in 12 CFR
6.4.

[61 FR 49660, Sept. 23, 1996, as amended at 68
FR 48775, Aug. 15, 2003]

§24.3 Public welfare investments.

A national bank may make an in-
vestment under this part if the invest-
ment primarily benefits low- and mod-
erate-income individuals, low- and
moderate-income areas, or other areas
targeted by a governmental entity for
redevelopment, or the investment
would receive consideration under 12
CFR 2b.23 as a ‘‘qualified investment.”

[68 FR 48776, Aug. 15, 2003]

§24.4 Investment limits.

(a) Limits on aggregate outstanding in-
vestments. A national bank’s aggregate
outstanding investments under this
part may not exceed 5 percent of its
capital and surplus, unless the bank is
at least adequately capitalized and the
OCC determines, by written approval of
the bank’s proposed investment pursu-
ant to §24.5(b), that a higher amount
will pose no significant risk to the de-
posit insurance fund. In no case may a
bank’s aggregate outstanding invest-
ments under this part exceed 10 percent
of its capital and surplus. When calcu-
lating the aggregate amount of its ag-
gregate outstanding investments under
this part, a national bank should fol-
low generally accepted accounting
principles, unless otherwise directed or
permitted in writing by the OCC for
prudential or safety and soundness rea-
sons.
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§24.5

(b) Limited liability. A national bank
may not make an investment under
this part that would expose the bank to
unlimited liability.

[61 FR 49660, Sept. 23, 1996, as amended at 64
FR 70991, Dec. 20, 1999; 68 FR 48776, Aug. 15,
2003]

§24.5 Public welfare investment after-
the-fact notice and prior approval
procedures.

(a) After-the-fact notice of public wel-
fare investments. (1) Subject to §24.4(a),
an eligible bank may make an invest-
ment authorized by 12 U.S.C. 24 (Elev-
enth) and this part without prior noti-
fication to, or approval by, the OCC if
the bank follows the after-the-fact no-
tice procedures described in this sec-
tion.

(2) An eligible bank shall provide an
after-the-fact notification of an invest-
ment, within 10 working days after it
makes the investment, to the Director,
Community Development Division, Of-
fice of the Comptroller of the Cur-
rency, Washington, DC 20219.

(3) The bank’s after-the-fact-notice
must include:

(i) A description of the bank’s invest-
ment;

(ii) The amount of the investment;

(iii) The percentage of the bank’s
capital and surplus represented by the
investment that is the subject of the
notice and by the bank’s aggregate
outstanding public welfare investments
and commitments, including the in-
vestment that is the subject of the no-
tice; and

(iv) A statement certifying that the
investment complies with the require-
ments of §§24.3 and 24.4.

(4) A bank may satisfy the notice re-
quirements of paragraph (3) of this sec-
tion by completing form CD-1, at-
tached as Appendix 1 to this part.

(5) A national bank that is not an eli-
gible bank but that is at least ade-
quately capitalized, and has a com-
posite rating of at least 3 with improv-
ing trends under the Uniform Financial
Institutions Rating System, may sub-
mit a letter to the Community Devel-
opment Division requesting authority
to submit after-the-fact notices of its
investments. The Community Develop-
ment Division considers these requests
on a case-by-case basis.
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(6) Notwithstanding the provisions of
this section, a bank may not submit an
after-the-fact notice of an investment
if:

(i) The investment involves prop-
erties carried on the bank’s books as
“‘other real estate owned’’; or

(ii) The OCC determines, in published
guidance, that the investment is inap-
propriate for after-the-fact notice.

(b) Investments requiring prior ap-
proval. (1) If a national bank does not
meet the requirements for after-the-
fact investment notification set forth
in this part, the bank must submit an
investment proposal to the Director,
Community Development Division, Of-
fice of the Comptroller of the Cur-
rency, Washington, DC 20219. The bank
may use form CD-1, attached to this
part as Appendix 1, to satisfy this re-
quirement.

(2) The bank’s investment proposal
must include:

(i) A description of the bank’s invest-
ment;

(ii) The amount of the investment;

(iii) The percentage of the bank’s
capital and surplus represented by the
proposed investment and by the bank’s
aggregate outstanding public welfare
investments and commitments, includ-
ing the proposed investment; and

(iv) A statement certifying that the
investment complies with the require-
ments of §§24.3 and 24.4.

(3) In reviewing a proposal, the OCC
considers the following factors and
other available information:

(i) Whether the investment satisfies
the requirements of §24.3 and §24.4;

(ii) Whether the investment is con-
sistent with the safe and sound oper-
ation of the bank; and

(iii) Whether the investment is con-
sistent with the requirements of this
part and the OCC’s policies.

(4) Unless otherwise notified in writ-
ing by the OCC, and subject to §24.4(a),
the proposed investment is deemed ap-
proved after 30 calendar days from the
date on which the OCC receives the
bank’s investment proposal.

(6) The OCC, by notifying the bank,
may extend its period for reviewing the
investment proposal. If so notified, the
bank may make the investment only
with the OCC’s written approval.
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